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Coin’s  financial  School  ” anO  IRorman’s 
Science  of  flhonep”  compareO,— i. 


By  John  Henry  Norman. 

• •» 

Within  the  last  few  days  Mr.  W.  H.  Harvey’s  Coin's 
Financial  School  was  taken  up  by  the  writer  as  a 
pastime.  Its  155  pages  of  type  and  65  illustrations, 
mostly  of  a comic  character,  appeared  inviting  for  a 
good  laugh,  and  some  of  them  seem  almost  equal  to 
Punch  in  pose  and  outline.  Of  a subject  which  bristles 
with  figures,  four  tables  only  and  two  in  the  appendix 
appear.  Coin— represented  by  a clean-faced  dapper 
little  Tom  Thumb,  measured  by  Uncle  Sam  in  the 
cartoon  representing  a lion  marked  England  propelled 
from  a cannon,  but  not  destroyed — is  represented  to 
hold  forth  for  six  days  in  support  of  gold  and  silver  to 
make  a standard  measure  of  value  and  means  of 
payment  for  the  United  States.  Coin  starts  with  the 
proposition  : “ All  money  is  a medium  of  exchange,  but 

primary  money  only  is  the  measure  of  values.”  He 
denominates  a country’s  measure  of  value  redemption 
money  as  well  as  primary  money  (p.  49).  The  most 
important  idea  expressed  here  is  that  “ Money  is  simply 
“ and  solely  the  standard  substance  in  the  shape  of 
“ bullion  and  coin  appropriated  to  currency  purposes.” 
This  is  the  first  agreement  in  the  writer’s  views  on 
money  he  has  yet  met  with.  A few  years  ago  he 
ventured  to  express  the  opinion  to  two  political  econo- 
mists, one  in  England  and  the  other  in  Ireland,  that 
money  could  not  be  understood  and  taught  until  the 
definition  of  it  is  confined  to  the  standard  substance. 
Because  real  money,  weight  of  metal,  is  intended  to  be 
and  ordinarily  is  an  equivalent  in  exchange  for  any 
other  thing.  This  equivalence  in  exchange  is  not  the 
function  of  any  substitute  for  money.  These  gentlemen 
could  not  consent  thus  to  limit  the  definition  of  money. 

Coin’s  object  on  the  first  day  is  to  show  that  the  law 
of  the  U.S.A.,  which  was  passed  in  1873,  made  gold  the 
unit  of  value,  and  that  the  previous  history  of  the  U.S.A. 
coinage  shows  that  silver  was  more  thought  of  than 
gold  by  the  constancy  of  the  weight  of  the  silver  dollar 
and  the  changes  made  in  the  weight  of  the  gold  dollar. 
In  the  experience  of  the  living  there  was  a time  when 
silver  was  considered  the  best  measure  of  value  ; now 
gold  is  considered  to  be  the  best  among  the  most 
civilised  races.  All  Europe  has,  or  is  endeavouring  to 
obtain,  the  gold  measure  of  value.  Should  British  India 
acquire  it,  the  measure  of  value  for  the  British  Empire 
would  be  of  gold. 

On  the  second  day  Mr.  Gage  asks  the  question : 

“ How  can  you  have,  at  any  fixed  ratio,  the  same 
“commercial  value  on  two  separate  metals  that  are 
“from  time  to  time  varying  in  the  quantity  of  each 
“ produced  ? ” Coin’s  answer  is  that  it  is  a “ stock 
“ fallacy  ” of  the  gold  monometallists ; the  cause  is 
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unlimited  demand  for  both  metals  through  open  mints. 
He  gives  an  illustration  how  legal  enactments  can 
enforce  this.  Now  the  only  true  and  proper  question 
about  these  two  metals  as  currency  is : How  can  you 
have,  at  any  fixed  ratio,  the  same  measure  of  value  on  two 
separate  metals  that  are  from  time  to  time  varying  in  the 
quantity  and  cost  of  each  produced  ? It  is  hoped  and 
expected  that  this  is  what  Coin  means.  With  this 
question  before  one,  search  is  at  once  made  into  the 
index  for  “ Gresham  Law.”  It  is  not  found  there.  It  does 
not  appear  in  the  book.  This  law  is  that  inferior  and 
cheaper  money  drives  away  dearer  money  from  the 
country  possessing  both.  All  history  proves  this.  The 
axiom,  “No  two  different  substances  can  be  exchanged 
“ for  any  length  of  time  on  parallel  lines  of  quantities 
“ or  values,  nor  can  they  be  produced  for  any  length 
“ of  time  on  parallel  lines  of  cost,’’  commends  itself  to 
the  minds  of  all  who  have  any  experience  of  the  pro- 
duction of  anything,  and  think  upon  the  subject.  Each 
country  has  an  annual  average  cost  of  production  of 
all  substances  from  mines,  and  the  whole  world  has 
the  same,  but  it  is  impossible  to  tabulate  it.  The 
I writer  is  among  those  who  have  never  disputed  that 
Governments  have  the  power  to  confer  monopolies. 
He  asserts  that  the  unlimited  reception  of  gold  and 
silver  at  the  mints  of  any  or  all  countries,  and  the 
appointment  that  both  shall  enter  into  currency  at  a 
fixed  ratio  between  them,  one  or  other  or  both  of  them 
together  being  made  legal  tender  to  an  unlimited  ex- 
tent in  payment  of  obligations  at  the  option  of  the 
payer,  absolutely  confers  a monopoly  in  favour  of  the 
producer  of  the  cheaper  of  the  two  for  the  time  being. 
He  unhesitatingly  affirms  that  money,  a true  measure 
of  value,  and  an  equivalent  in  exchange,  can  only  be 
made  out  of  an  unfettered  and  unfavoured  commodity. 
Coin  is  quite  right  to  mention  quality  as  well  as 
quantity  in  connection  with  every  kind  of  intermediary 
which  he  calls  money  (p.  45).  He  ought  to  have  been 
more  particular  about  the  quality  of  a measure  of  value. 
Of  course,  supply  and  demand  have  their  influence 
on  gold  and  silver,  just  as  they  have  upon  copper, 
tin  and  coal,  but  at  the  base  of  supply  and  demand 
there  is  cost  of  production,  and  cost  of  production  is 
the  ultimate  gauge  of  a measure  of  value.  This  is  why 
some  minds  are  so  exercised  to  discover  the  probable 
future  natural  ratio  between  gold  and  silver.  In  a book 
which  bears  on  its  title  page,  1897,  2nd  Ed.,  by  J. 
Schoenhof,  entitled  A History  of  Money  and  Prices,  one 
of  Messrs.  Putnam’s  Sons’  Knickerbocker  Press  Series, 
some  remarks  are  offered  upon  the  declining  cost  of  pro- 
duction and  rising  output  of  silver.  At  the  Bonanza  King 
mine  the  average  cost  is  15  cents,  or  say  3’4  troy  grains 
of  gold  for  371  troy  grains  of  silver,  showing  a ratio  of 
109  parts  of  silver  to  one  part  of  gold.  The  product  of 
the  Broken  Hill  mines  in  New  South  Wales  was,  in 
1886,  87I’665  ounces  of  silver  and  1,991  tons  of  lead;  the 
expenses  for  obtaining  both  silver  and  lead  were  such 
that  the  sale  of  the  lead  at  $50  a ton  only,  would  have 


paid  for  the  production  of  both  silver  and  lead,  leaving  Fullarton  1844,  N.  W.  Senior  1852,  Ed.  About  1863, 
a profit  of  the  whole  yield  of  silver,  say  at  4S|d.  per  Stanley  Jevons  1875,  Graham  M’Adam  1876,  G.  j! 
British  standard  ounce,  ;^i72,ooo.  “ The  steadily  de-  Goschen  1878,  R.  GifFen  1879,  Bonamy  Price  1882,  J. 
“ creasing  price  of  silver  rather  stimulates  than  deters  Lawrence  Laughlin  1884,  Wm.  Graham  Sumner  1885, 
“ production,  and  proves  the  correctness  of  the  scientific  D.  A.  Wells  1885,  Alfred  Marshall  1887,  Posey  s! 
“ estimates  of  the  best  informed  _authorities  of  ten  and  Wilson  1888.  Impossible,  on  the  experience  of  the 
V fifteen  years  ago.  We  can  safely  assume  the  profit-  Jews  and  the  high  priests  of  money  all  down  the 
“ ableness  of  silver  mining,  when  in  the  face  of  adverse  ages.  Impossible  in  the  interest  of  every  working 
price  circumstances,  such  results  are  produced.”  man  and  woman  in  the  world  who  desires  a stable 
Years  ago  Sir  Samuel  Montagu,  who  is  on  the  com-  measure  of  value  as  the  intermediary  in  his  exchanges 
mittee  of  the  Bimetallic  League,  predicted  that  unless  with  the  rest  of  the  world.  Impossible,  in  the  interest 
legislation  stepped  in  to  give  a fictitious  value  to  of  each  inhabitant  of  a country  who  has  saved  any’- 
silver,  it  would  become  so  cheap  that  coal  scuttles  thing  wherein  gold  is  the  measure  of  value,  since  if  his 
would  be  manufactured  out  of  it.  The  question  has  intermediary  became  silver  it  might  not  possess  half 
been  asked  more  than  once : Where  is  all  the  gold  the  purchasing  power  of  gold. 

to  go  to  ? by  other  committee  men  of  the  Bimetallic  On  page  30  Coin  gives  us  as  part  of  his  second  day’s 
League,  and  it  has  been  answered  more  than  once  with-  work  a sketch  of  Stanley  Jevons’s  assumed  reservoirs 
out  satisfying  the  questioners.  Thus,  if  the  legislative  of  water  with  a connecting  pipe  between  them, 
fixture  of  ratio  differs  from  the  natural  ratio  resulting  in  one  of  them  the  water  represents  gold,  in 
from  the  comparative  average  cost  of  production  of  the  the  other  it  represents  silver.  In  Jevons’s 
two  metals,  which,  let  it  be  supposed,  favours  silver  and  book.  Money,  published  in  1875,  these  are  his 
fetters  gold,  prices  would  become  silver  prices,  a words : — “ Imagine  two  reservoirs  of  water,  each 
heavier  weight  of  silver  would  have  to  be  paid  for  the  “subject  to  independent  variations  of  supply  and 
production  of  480  grains  of  silver;  all  prices  would  rise,  “ demand.  In  the  absence  of  any  connecting  pipe  the 
and  with  them  the  cost  of  producing  gold  also.  Assume  “ level  of  the  water  in  each  reservoir  will  be  subject 
that  the  legislative  ratio  is  16  parts  of  silver  to  I part  of  “to  its  own  fluctuations  only.  But  if  we  open  a 
pld,  and  that  gold  could  only  be  mined  at  a cost  “ connection,  the  water  in  both  will  assume  a certain 
in  the  ratio  of  30  parts  of  silver  to  i part  of  gold.  “ mean  level,  and  the  effects  of  any  excessive  supply  or 
No  one  would  work  gold  mines  at  30  parts  of  silver  “ demand  will  be  distributed  over  the  whole  area  of 
to  I part  of  gold  so  long  as  gold  could  be  taken  “ both  reservoirs.  The  mass  of  the  metals,  gold  and 
from  the  currency  at  16  parts  of  silver  for  i part  of  “ silver,  circulating  in  Western  Europe  in  late  years,  is 
gold.  An  experienced  Cambist,  a member  of  the  com-  “ exactly  represented  by  the  water  in  these  reservoirs, 
mittee  of  the  Bimetallic  League,  admits  this,  and  that,  “ and  the  connecting  pipe  is  the  law  of  the  7th 
under  such  conditions,  there  would  not  be  one  grain  of  “ Germinal  an  XL,  which  enables  one  metal  to  take 
gold  as  a measure  of  value  in  the  course  of  time — and  “ the  place  of  the  other  as  an  unlimited  legal  tender.” 
that,  probably,  a short  time — in  the  world,  even  though  No  one  doubts  that  the  effect  of  a legislative  ratio  and 
the  whole  world  were  to  adopt  a once-for-all  ratio  fixed  the  laws  accompanying  the  same  produced,  until  1873, 
by  the  Legislature.  But,  wonderful  to  relate,  this  same  the  result  described.  But  Jevons  never  approved  of  it. 
bimetallist  adds— Well,  if  all  gold  disappears,  what  The  writer  learnt  this  from  Jevons  himself.  He  con- 
does  it  matter  ? Coin  would  surely  be  sharp  enough  sidered  that  circumstances  required  the  use  of  the  silver 
to  reply — But,  friend,  you  are  an  advocate  for  bimetal-  standard  for  the  East  and  gold  for  the  West,  and  was 
lism,  and  at  the  same  time  you  admit  that,  could  you  get  opposed  to  bimetallism.  He  approved  of  the  writer’s 
it,  you  could  not  keep  it  under  the  very  conditions  you  leaflet  which  was  distributed  at  the  inaugural  meeting 
are  striving  after.  It  maybe  expected  that  Coin  having  of  the  Bimetallic  League,  held  in  the  Mansion  House 
come  out  with  one  truth  which  is  firmly  held  by  the  in  1882,  which  was  a compilation  from  the  writings  of 
writer  of  this,  will  embrace  another  one  of  the  utmost  Ricardo  and  J.  S.  Mill,  and  entirely  opposed  to  the 
importance,  just  set  forth  and  equally  firmly  held  by  him.  object  of  the  meeting.  A measure  of  value  must  possess 
Mr.  (\\ies\.\on,  How  can  you  have,  at  any  fixed  value.  To  take  two  substances  which  are  not  and 

“ ratio,  the  same  measure  of  value  on  two  separate  metals  cannot  be  of  correlative  value  to  make  one  measure  of 
that  are  from  time  to  time  varying  in  the  quantity  and  value  is  like  having  connected  reservoirs,  one  with 
cost  oj  each  produced  ? ” Coin  and  the  writer  now  water  and  the  other  with  wine.  Doubtless  Coin  will 
reply : Impossible,  on  the  teaching  of  Xenophon  b.c.  now  see  that  Mr.  Gage  should  prudently  withdraw  his 
5th  century,  Aristotle  b.c.  4th  century,  Nicolas  Oresme  admission  that  if  all  the  world  combined  to  carry  out 
A-D.  1350,  Copernicus  1510,  John  Locke  1691-5,  J.  bimetallism  it  would  work  all  right.  Coin  has  not  shown 
Harris  i757»  John  Conduitt  i774>  Lord  Liverpool  1805,  that  the  United  States  or  any  other  gold  standard 
Wm.  Huskisson  1810,  Ricardo  1810,  R.  Murket  1811,  country  is  suffering  from  a deficiency  of  currency 
H.  Drummond  1826,  Pet.  Webster  1832,  J.  S.  Mill  1833,  intermediaries;  therefore,  perhaps.  Coin’s  two  first 
G.  Wade  Norman  1841,  J.  Welsford  Cowell  1843,  John  lectures  may  be  taken  as  dealt  with. 


